This research is carried out in the backdrop of increasing product quality and environmental degradation scandals associated with Chinese Pharmaceuticals in recent years. We examined the data of 125 Chinese Pharmaceuticals between 2010-2016 to investigate the impact of overall corporate social responsibility (CSR) performance as well as the performance on five unique aspects of CSR such as shareholders, employees, customers and suppliers, environmental practices, and the society to gauge the impact of these individual dimensions on the firm's financial performance. The Hexun rating system is used to gauge a firm's CSR performance on various stakeholder dimensions as it is one of the widely accepted CSR measurement criteria in China. The firm performance is measured by Tobin's Q, return on assets (ROA), return on equity (ROE), and earnings per share (EPS) ratios. The outcome of the panel-based regression models reveals that the overall CSR score has a positive and significant influence on a firm's financial indicators. Moreover, although all the CSR dimensions relate positively to firm performance, the environmental aspect of CSR has the most profound impact on firm performance followed by customers and suppliers, and employees. However, the shareholders and social dimensions have a relatively lesser influence on firm performance. These results imply that Chinese Pharmaceuticals shall further optimize each aspect of CSR performance as it can not only create a favorable brand image for various stakeholders but also results in sustainable financial performance.
Introduction
Corporate social responsibility (CSR) has gained momentum as a critical issue for many firms because of the increase in public awareness about the impact of corporate activities on the environment and society [1] . Companies are expected to act in a socially responsible manner as well as be financially accountable [2] . Recently, CSR evokes public attention in China because of the increasing number of incidents concerning product safety and environmental pollution. The widespread perception of lacking social responsibility in Chinese firms has become a primary driver for CSR expansion in China [3] .
The improvement in firm performance is a critical factor for firms to decide whether or not to implement particular organizational policies and practices [4] . Prior literature has not yet reached a consensus on the nature of the relationship between CSR and firm performance [5, 6] . Disagreements on the adoption of CSR still persist, reflecting the higher costs of CSR practices which may contradict the primary goal of profit maximization [7, 8] . Notwithstanding, recent empirical studies suggest that CSR is beneficial for firm performance by enhancing employee satisfaction, attracting ethical customers, and building a better corporate image [9, 10] . However, this positive association might not prevail during the course of a financial crisis as witnessed during the U.S. financial turmoil of 2008 [11] .
The dilemma of CSR promotion is more evident in corporate China, where economic motives are highly emphasized in CSR-related decision making [12] . Based on the analysis of 1533 media reports concerning food safety scandals, Zhang and Xue [13] exposit that economically motivated frauds were a serious and emerging food safety issue in China. Given the increasing demand for high-quality drugs and reliable medical services, pharmaceutical firms are financially challenged in the global markets [14] . Undoubtedly, medication is directly associated with people's well-being. The popularity of environmentalism, the increased buying power, and the globalization of medical business also led to the spread of CSR practices in the context of the pharmaceutical industry [15, 16] . Unlike other industries, there is a difference of opinion about the positive effects of CSR related investment on the performance of Chinese pharmaceuticals. Pharmaceutical firms usually feel reluctant to implement costly CSR practices partly due to excessive resources assigned to R&D and the promotional activities required in this type of business [17] .
Product-Related Incidents in Chinese Pharmaceuticals
Wang and Xu [17] contend that the CSR performance of Chinese Pharmaceuticals receives special attention from various stakeholders for the following reasons:
The first rationale is about responsibility for product quality. The quality of drug-related products and services corresponds to human health, which is critical in the public eye. This responsibility includes the reliability of drug information disclosure and the safety of product treatments. Pharmaceutical companies should take care of low-income groups by providing high-quality products at affordable prices.
The second reason is concerned with responsibility toward the supply chain. Pharmaceutical companies should ensure the safety and quality of raw materials deployed in the manufacturing process. Additionally, the safety and reliability of the R&D process should also be taken into consideration. Thirdly, Advertising for drug-related products and services should be reliable and not unrealistic. Pharmaceutical companies should also supervise and control products' promotional activities. Fourthly, Pharmaceutical companies are obligated to educate local communities for disease prevention and the safe use of drugs. In addition, pharmaceutical firms need to intensify collaboration with local groups and associations in terms of health training.
Fifthly, such firms shall take full responsibility toward recycling of expired drugs. Expired drugs have considerable side-effects that may be harmful to human health and the surrounding environment. It is essential for pharmaceutical companies to establish an effective supervisory system to control recalls for medications as well as disposal of outdated drugs. Lastly, the pharmaceutical company should deliver clinical and trial tests in safe ways and supervise medical tests before the new launch of drug-related products and services.
In the last decade, there have been several critical incidents involving drug-related products or services in China. Table 1 illustrates the incidents of China's pharmaceutical companies between 2006 and 2017 [18] . This paper delves into the CSR performance data of Chinese pharmaceutical companies from the Hexun CSR database, which consists of 38 measures over five dimensions of CSR practices between 2010 and 2016. The weight of each CSR dimension namely shareholders, employees, customers and suppliers, environmental practices, and society is taken from the Hexun CSR rating system as it is the most trusted source of CSR evaluation in China. Subsequently, the panel-based regression models are developed to test the corresponding hypotheses. Each CSR dimension was regressed with the firm performance indicators to adequately address the research questions raised in this study.
The present study examines whether CSR activities are a way for Chinese Pharmaceuticals to improve their financial performance. The study makes the following contributions to the extant literature on CSR. First, unlike previous studies, which take the overall Hexun CSR score to proxy the firm's CSR performance, we employ econometric models on each CSR dimension to assess the significance of a particular dimension in impacting the firm's financial fundamentals. Second, owing to the unique business model, pharmaceuticals have a direct influence on environmental quality and public well-being. Nevertheless, such firms have to allocate more resources to R&D and promotional activities, leaving fewer funds to actively engage in CSR practices. This unique business model makes it very interesting to investigate how pharmaceutical firms manage this trade-off and their perception of CSR. Third, in the backdrop of numerous product quality scandals reported in the Chinese pharmaceutical industry in recent years, it is essential to explore the managerial attitude towards the CSR activities and its perceived impact on firm performance in this particular industry setting. 
2016

Injurious vaccine made by an illegal medical factory in the Shandong Province
Vaccines spread into over 10 provinces and some children were infected.
2014
Counterfeit drugs to treat diabetes manufactured in the Henan Province. Several patients were affected.
2013
Injurious vaccine from Kangtai Pharma in the Guangdong Province.
Seven newborn babies died. Deaths were suspected to be caused by the vaccine.
2012
Toxic capsules made by Hengtai Pharma in the Jiangsu Province.
Thirteen batches of capsules had excessive chromium.
2011 Plasticizer scandal in Taiwan. It spread to 294 companies and a total of 973 different products.
2009
Poor quality of Coptis chinensis injection in the Heilongjiang Province. One death was reported in this incident.
2008
Injurious vaccine made by Huawei Pharma in the Shanxi Province. One death was reported in this incident.
2006
Visible particles existed in glucose and sodium chloride injections in the Hebei Province.
Nine patients were affected and adverse reactions occurred.
Source: Website of China Food and Drug Administration (2019).
The rest of the paper is organized as follows. Section 2 elaborates the literature review and develops corresponding hypotheses. Section 3 describes the data and methodology. Section 4 reports results of analysis and unfolds discussions. Section 5 concludes the study.
Literature Review and Hypotheses Development
Evolution of CSR
CSR was initially proposed by Shelton in 1924. He argued that preserving the interests of society is the main responsibility of an enterprise while it pursues the profit motive [19] . The uprising phase of CSR began in 1950 when Bowen defined CSR as an obligation that businessmen need to follow under the values of a society. The idea of CSR further evolved in 1960 as there was a movement towards environmental protection, customers' rights, and women rights. Frederick [20] suggested that firms need to enhance socioeconomic welfare and fulfill the expectations of the general public. David [21] extended CSR to the moral standpoint and stated that CSR is the right thing for firms to do. In 1970 the scope of CSR was further elaborated by scholars and organizations. For instance, Johnson [22] proposed that the dimensions of CSR encompass employees, suppliers, dealers, local community, and the government. The Committee for Economic Development (CED) also elucidated the CSR concept through three concentric circles. The inner circle depicts the core functions such as economic growth and job satisfaction. The intermediate circle concerns the responsiveness such as environmental protection and information disclosure of CSR activities. The outer circle relates to the well-being of society and ecosystem such as eradicating poverty and urban blight issues [23] . Undoubtedly, the most well-known definition was proposed by Carroll [24] , who regarded CSR as the sum of obligation that society expects firms to fulfill. He outlined the three-dimensional conceptual model of corporate social performance. Later, the CSR concept was extended to a four-dimensional model comprising of the economic, legal, ethical, and discretionary dimensions.
The well-known stakeholder theory proposed by Freeman [25] was propagated in 1984. Stakeholder theory suggests that managers need to focus on the groups who influence and are influenced by an enterprise's business activities. Managing relationships with stakeholders, such as stockholders, employees, customers, and community, etc., is imperative for a firm to reach success. CSR relates to the way a company treats stakeholders in terms of moral obligation. Carroll [24] stated that stakeholder theory can explain the motivation of CSR practices, and this is a promising theory to "match" the CSR concept. Not surprisingly, stakeholder theory has been one of the most commonly used notions in CSR literature. In 1990, the focus of CSR shifted to more pragmatic issues [26] . Specifically, scholars tried to link CSR benefits to practical business cases and attempted to address the tangible gains an enterprise may collect from CSR engagement [27] . During the late 1990s, researchers were inclined to incorporate CSR into strategic management so as to establish a connection between the concept and the market outcome [28] . Scholars attempted to associate the CSR strategy with the business strategy level and figure out how a firm could achieve both financial and social benefits for its stakeholders to ensure competitiveness [29] . Since the 20th century, the development of value creation took place in the CSR field. In particular, CSR practices enable companies to add value, such as attracting valuable human resources, cultivating firm image, and so on [30] . Another movement of CSR in the new millennium was the concern for sustainability. CSR was treated as an enterprise's commitment to maximize long-term positive effects and minimize negative impacts on society [31] . Consequently, CSR practices can be embraced as a key component in organizational objectives in order to achieve sustainability [32] . The evolution of CSR is presented in Figure 1 . 
CSR in China
The extant literature primarily focused on CSR practices implemented by companies in advanced economies, such as the U.S. and Europe [32, 33] . However, few studies have focused on how CSR is perceived and practiced in the emerging economies [4, 34] . Admittedly, different institutional environments in terms of a variety of social norms, culture, and traditions may impact CSR practices through the underlying social expectation and public opinion pressures [35] . In 
The extant literature primarily focused on CSR practices implemented by companies in advanced economies, such as the U.S. and Europe [33, 34] . However, few studies have focused on how CSR is perceived and practiced in the emerging economies [4, 35] . Admittedly, different institutional environments in terms of a variety of social norms, culture, and traditions may impact CSR practices through the underlying social expectation and public opinion pressures [36] . In addition, countries at different phases of economic development have varied concerns and priorities, indicating that developed countries have an entirely different understanding of CSR application in corporations than their developing country counterparts [16, 34] . In the context of emerging economies, there is a need for appropriate frameworks to evaluate CSR performance accurately. Companies in developing economies are less likely to conform to internationally recognized CSR principles and standards. Besides, such firms would regard financial responsibility as a primary obligation, followed by philanthropic, legal, and other discretionary obligations, respectively [37] .
Due to the emergence of several scandals about Chinese companies regarding environmental and product safety accidents, CSR has become the focal point of attention for academia, government, and Chinese enterprises. Given the rapid expansion in both the economy and social awareness, the Chinese government plays a vital role in examining and regulating CSR practices, aiming to balance economic growth with social development. The first policy initiative concerning CSR practices is the Company Law which was rolled out in 1994. It explicitly concerns the protection of employee's rights in enterprises [38] . The 2006 Company Law supplements the definition of CSR in Article 5 by stating that CSR is an obligation that the companies are obligated to comply with in order to promote social morality and business ethics under governmental supervision [39] . Given the widespread participation of state-owned enterprises (SOEs) in the Chinese economy, in 2008 the State-owned Assets Supervision and Administration Commission of the State Council (SASAC) released the Guidelines for SOEs in terms of CSR interpretation and implementation [40] . In 2016 the SASAC further promulgated the "Guide on the SOEs' improved CSR performance" to explicitly elaborate the importance and the role of CSR [41] .
Regarding the CSR regulation in Chinese stock markets, the Shenzhen Stock Exchange (SZSE) was the first to launch the "Guide on Listed Companies' Social Responsibility" in 2006, promoting voluntary disclosure of CSR reports and advising periodic analysis of CSR performance. In 2008, the Shanghai Stock Exchange (SHSE) released the "Guide on Listed Companies' Environmental Information Disclosure", requiring the following three types of listed companies that need to disclose CSR reports annually if they are in the Corporate Governance Index, simultaneously listed in the domestic and foreign stock markets, or are operating in the financial sector. Based on this criterion, 797 companies listed in SHSE published CSR reports in 2018, and about 278 of them were voluntary disclosures [42] . The number of CSR and voluntary reports is much higher than 2008, which merely contained 290 reports and 32 voluntary disclosures.
Stakeholder Theory in Explaining CSR Dimensions
The pressure exerted by different stakeholders' influences corporate decisions about whether or not to implement CSR practices [9] . Actively responding to stakeholders' concerns is essential for an enterprise to gain a competitive advantage [43, 44] . Specifically, the stakeholder theory suggests that companies can cause externalities to various parties that have vested interests or "stakes" in the organization. These parties can be internal or external to corporate operations including employees, customers, suppliers, government, and community [25] . As a result of externalities connected with stakeholders, companies are pressured to mitigate adverse effects on society, such as preventing environmental pollution and improving positive image through socially responsible activities, such as charitable donations and community involvement. Therefore, stakeholder theory can explain the motivation of CSR and mainly how a company assigns its organizational resources to manage the relationship with stakeholders, aiming to improve their welfare [6] .
According to the classification put forward by Donaldson and Preston [45] , stakeholder theory can be interpreted as having three aspects that are descriptive, instrumental, and normative. These distinct perspectives of stakeholder theory offer a lens to observe the adoption of CSR and organizational changes based on stakeholder management. For example, the descriptive approach depicts the ways the companies are practicing CSR in terms of stakeholders' interests. The normative approach describes the reason for CSR adoption, specifically focusing on the moral and philosophical aspects. The instrumental approach explains the performance achievement by managing the relationship with stakeholders. In particular, the instrumental aspect of the stakeholder model explores whether a company can benefit from CSR practices with a combination of stakeholders' needs and social trustworthiness that can acquire competitive advantages by maximizing firm value [46] . In a nutshell, it provides a clue to investigate the connection between CSR practices and the fulfillment of corporate objectives such as profitability and sustainable growth.
Many prior studies empirically examined the association between CSR and firm performance in the light of stakeholder theory. Maignan et al. [43] revealed that CSR practices measured by a 5-point scale scoring by external experts have a positive association with financial performance measured by return on assets (ROA), return on investment (ROI), profit growth, and sales growth. Likewise, an empirical investigation of 61 funds from socially responsible investments (SRI) from 1972-2000 shows that CSR practices can improve the average monthly return of SRI funds [47] . Recently, a study investigated the effect of firm visibility on the association between CSR and corporate financial performance in Taiwan, and suggested that firms with better CSR performance can obtain financial results superior to those of firm which would not pursue CSR initiatives. [48] . In the context of the U.S, the largest firms ranked by Newsweek in 2009 demonstrate that CSR can promote financial performance measured by cumulative abnormal returns [9] . From the Chinese perspective, Chen and Wang [36] defined nine types of stakeholders for Chinese enterprises and empirically found that CSR activity can improve financial performance in the current and following year. Subsequently, the data of Chinese national state-owned enterprises (CNSOEs) was examined by Zhu et al. [4] . Their results suggest that CSR practices related to aspects of labor practices, community involvement, supply chain, and political responsibility are positively associated with annual operating performance. Freeman [25] delineates that customers, employees, and suppliers directly influence enterprises, while government, environment, and society indirectly affect companies' performance and operations. The stakeholder theory stresses a necessity for firms to actively engage in CSR practices because they can bring benefits to the companies.
Hypotheses Development
Chinese firms may experience difficulties in achieving sustainable financial performance without effectively promoting CSR practices [49] . Put differently, engaging in CSR activities helps companies to effectively manage the relationship with their stakeholders, who can create, develop, and maintain the link with productive resources [50] . From the perspective of stakeholders, CSR practices enhance their commitment to a firm's operations [51] . The ways Chinese enterprises socially deal with their stakeholders is a key feature to ensure a continued concern [4]. Based on the above discussion; we put forward our first hypothesis to examine whether CSR practices can yield financial returns for Chinese pharmaceutical companies: Hypothesis 1 (H1). In the Chinese context, pharmaceuticals' overall CSR efficiency can increase firm performance.
The descriptive aspect of stakeholder theory enables us to identify different groups of stakeholders that are connected to firms' CSR efforts. Shareholders are one of the primary stakeholders because of their close association with corporate strategy and operations [52] . Firms would gain financial returns if their financially responsible activities are acknowledged by shareholders and potential investors. Pharmaceuticals are particularly responsible for promoting employees' benefits to periodically perform health and safety checks due to the higher risks in the process of new product development, manufacturing, and recycling [16] . The supportive attitude towards employees enables companies to attract, retain, and motivate valuable human resources, resulting in lower turnover rate and higher productivity [53] . Given the increased global production and marketing activities, CSR activities have been extended to supply chain management and product safety maintenance. Especially, drugs are directly associated with human health and well-being, while the high-quality of raw materials and medicines can enhance customer loyalty towards pharmaceuticals along with higher financial gains [52, 54] . In addition, pharmaceutical companies would regard the environment as an important aspect of their CSR strategy because their negative impacts on the local environment, such as medical disposals and discharges, may be fined by authorities, resulting in substantial short-term costs [55] . Wu et al. [56] argue that environmentally friendly CSR activities promote innovation in Chinese firms through public visibility and firm transparency. Jiang and Akbar [57] reveal that in China's context female executives tend to make a relatively higher amount of environmental protection investments. However, it still remains unclear how green CSR activities advance financial performance of firms. To portray themselves as social citizens, pharmaceuticals are expected to support the local community by promoting health-care education and development, which enable such companies to lobby for tax reductions or preferential policies by the government [52, 58] . Thus, based on the above discussion, our second hypothesis examine whether various CSR dimensions of stakeholders enhance financial gains in Chinese Pharmaceuticals.
Hypothesis 2 (H2).
In the context of China, pharmaceuticals' favorable CSR practices concerning various stakeholders (shareholders, employees, customers, and suppliers, the environment and society, respectively) can increase firm performance.
Research Design
Sample Selection
The sample for this study consists of pharmaceutical companies listed on the Shanghai and Shenzhen stock exchange. The data of CSR is collected from the Hexun CSR database, which is one of the biggest third-party rating systems in China that provide specialized information about firms' social performance drawn from 38 indicators under five dimensions. Hexun CSR ratings are widely employed as a valid proxy in measuring CSR performance of Chinese enterprises since 2010 [52, 59] . The data of firm performance was obtained from the China Stock Market and Accounting Research (CSMAR) database. Given the integration of Hexun CSR data into CSMAR, we further exclude observations that are labeled as "Special Treatment (ST)" by China's Securities Regulatory Commission as companies experiencing abnormal financial conditions for consecutive years. Our final sample comprises 875 firm-year observations over 7 years between 2010 and 2016. A list of the sample pharmaceutical companies is provided in Appendix A.
Variables of the Study
CSR
CSR is the independent variable of this study. The measurement of CSR is carried out by obtaining data from the Hexun CSR rating [60] , which is a top-ranked rating agency that provides professional financial and CSR information of listed companies on the basis of user satisfaction. Hexun was founded in 1996 and launched the CSR evaluation database in 2010. Both the social responsibility reports and the annual reports are assessed by Hexun based on the framework of stakeholder theory. CSR performance is evaluated through five dimensions of stakeholders, comprising shareholders, employees, suppliers and customers, the environment, and society, respectively. These five dimensions include 13 s-class indices and 38 third-class indices [60] . By employing criteria from the Hexun rating system, our study assesses overall CSR score and score of each stakeholders' dimension, ranging from 0 to 100 as presented in Table 2 . Specifically, the Hexun CSR rating adopts a weighted sum from the first-class five dimensions to the third-class indices in order to compose overall CSR score. The 38 third-class indices are assigned by Hexun rating staff members, where both mathematical computations and qualitative judgment are used. In terms of the numerical indicators, such as quick ratio in shareholder dimension and environmental investment amount in the environment dimension, the score is assigned based on Hexun's own data models. Regarding the qualitative indicators, such as the policy of quality management in customer and supplier dimension, the score is determined according to the rating staff's discretion about whether CSR reports disclose relevant items and include sufficient details. If no item is disclosed, then the score is 0. As such, the score of third-class indices is normalized for obtaining second-class indices. These values are subsequently multiplied by the corresponding weight. The resulting sum provides the overall CSR score.
Prior literature contends that only the Hexun CSR rating provides an appropriate data source for assessing the CSR of Chinese listed companies [61] . Though RKS CSR rating is also another source frequently used in China [62] . However, according to a comparative study by Zhong et al. [63] , Hexun criteria are more robust for measuring CSR performance than RKS which is primarily concerned with CSR reporting quality. In addition, Hexun CSR scoring is more objective because the evaluation is mainly based on the numerical calculation of specific indices, rather than content analysis like RKS CSR rating. Therefore, in the Chinese context, the Hexun rating system has been more commonly used in the performance evaluation of CSR activities of enterprises [64, 65] .
As per the Hexun criteria, the overall CSR score for a specific pharmaceutical firm may be calculated as the following equation: (1) where CSR(SHA), CSR(EMP), CSR(CUST & SUP), CSR(ENV), and CSR(SOC) are corporate fulfillment towards the CSR dimensions of shareholders, employees, customers and suppliers, the environment, and society respectively. The score of each dimension, as well as the overall CSR score, were directly extracted from Hexun CSR rating.
Firm Performance and Other Control Variables
As measures of firm performance, Orlitzky et al. [28] proposed three aspects that are market-based, accounting-based, and perpetual-based. As McGuire et al. [66] point out, solely focusing on a single aspect may lead to individual bias. For example, market-based measures only consider market factors and they are vulnerably impacted by macroeconomic fluctuations [67] , whilst accounting-based measures regard the historical perspective of an enterprise, subject to only past financial information [68] . To eliminate individual bias we included both market-based and accounting-based measures in this study. In this regard, we used Tobin's Q as a proxy of market-based measure, and return on assets (ROA), return on equity (ROE), and earnings per share (EPS) as proxies of accounting-based measures. For a control variable, we used the natural logarithm of total assets to modulate the size of the sample. The details of variables measurements are shown in Table 3 . 
Results and Discussions
Descriptive Statistics
The descriptive statistics of all variables are shown in Table 4 . The mean and median value of CSR is 29.52 and 24.75 respectively, indicating that Chinese pharmaceuticals in our sample carry a relatively low CSR rating score, on a spectrum between 1 to 100. The standard deviation of CSR is 17.84, demonstrating that CSR performance appears quite differently across sample firms.
Meanwhile, the mean and median value of the shareholders' dimensions of stakeholders' responsibility (CSR-SHA) is 54.17 and 57.57, respectively, suggesting that sample companies attach great importance to shareholders' interests, compared to other dimensions. In particular, the negatively skewed distribution of CSR-SHA indicates that most of Chinese pharmaceuticals in our sample obtained lower than average score on shareholders' responsibility fulfillment. Comparing with CSR-SHA, society's dimension (CSR-SOC) and employees' dimension (CSR-EMP) of stakeholders' responsibility has lower mean values of 30.79 and 22.87, and median values of 28.35 and 12.30, respectively. Regarding customers' and suppliers' dimensions (CSR-CUST & SUP) and the environmental aspect (CSR-ENV) of stakeholders' responsibility, the mean value is merely 14.56 and 10.40, respectively. It indicates that pharmaceutical firms have the lowest CSR score on environment as compared to other dimensions. Specifically, both CSR-CUST & SUP, and CSR-ENV have zero median value, suggesting that on average, the sample firms fail to undertake due responsibility towards environmental protection, product safety, and suppliers' satisfaction. Overall, our results indicate that although Chinese pharmaceutical firms have begun to realize their responsibility towards stakeholders and the environment, they are yet to achieve a satisfactory level of CSR performance. Moreover, shareholders are regarded as the most important stakeholders by Chinese pharmaceuticals to attain sustainability.
The correlation matrix for the dependent and independent variables is demonstrated in Table 5 . The coefficients between all variables of firm performance are found to be significant at 0.01 level except Tobin's Q, indicating that the firms with higher accounting performance have better CSR performance than their counterparts. In addition, all CSR dimensions are positively correlated with accounting-based performance measures of ROA, ROE, and EPS. Though, Tobin's Q, the proxy of market-based performance, is not significantly associated with overall CSR indicator and individual stakeholders' dimensions except for shareholders dimension. 
Overall CSR and Firm Performance
To examine the relationship between CSR and firm performance, we regress firm performance on the overall score of CSR and other control variables using the following regression model:
where, Firmperformance it is the performance of firm i in year t, which is measured by accounting-based proxies of ROA, ROE, and EPS and market-based proxy such as Tobin's Q. CSR it is the CSR score of firm i in year t. As discussed in Research Design, the CSR score is obtained from the Hexun CSR database. LNTA it is the nature logarithm of total assets of firm i in year t, and ε it is the disturbance term. Based on Hypothesis 1, we expect the coefficient β 1 to be positive and statistically significant with firm performance. Considering the structure of our data, a panel-based regression model is employed to control the unobserved heterogeneity in the proposed model. The Likelihood test is applied at first to examine whether fixed effects exist or not. Subsequently, Hausman test is used to choose between fixed-effects and random-effects. The outcome suggests that fixed-effects is the appropriate specification in examining the relationship between CSR with Tobin's Q, and CSR with ROA and EPS. The random-effects model is employed in examining the relationship between CSR with ROE based on the outcome of the Likelihood test.
Regression results are demonstrated in Table 6 . CSR has a significant coefficient with (p < 0.05) ROA, ROE, and EPS. These results indicate that an increase in CSR score enables firms to enhance their accounting performances. However, the model depicts that the coefficient between CSR and Tobin's Q is significantly negative. Suggesting that in China's context, positive CSR practices hardly help pharmaceuticals improve market performance. On the whole, the results of above models are consistent with our first hypothesis which claims that engagement in CSR activities increases firm performance. These findings are in line with the previous research investigating CSR and firm performance in China [69] . The instrumental aspect of stakeholder theory enables to explain the positive association between CSR and firm performance. The theory attempts to investigate the benefit of CSR activities by incorporating the demands of stakeholders and social trustworthiness. Engaging in CSR related endeavors assist Chinese pharmaceuticals to maintain sound relationships with key stakeholders, who can create, develop, and maintain link to strategic resources [50] . Particularly, some resources are difficult to acquire or duplicate by the rivals that can be counted as a competitive advantage of a firm. Accordingly, firm performance can be enhanced through active externalities with stakeholders accessed by the CSR practices.
Impact of Individual CSR Dimensions on Firm Performance
To further investigate the effects of a particular CSR dimension of stakeholders on firm performance, we regress firm performance with shareholders dimension, employees dimension, customers and suppliers dimension, the environment dimension and society's dimension, respectively. The model specification is presented below:
where, StakeholdersDimension it is performance of stakeholders' practices of firm i in year t, which are denoted as CSR-SHA, CSR-EMP, CSR-CUST & SUP, CSR-ENV, and CSR-SOC, respectively. As proposed in Hypothesis 2, we expect the relationship between each dimension of stakeholders and firm performance to be positive and statistically significant. We regress accounting performance proxies with each individual dimension in a panel-based regression setting. The results of the Hausman test imply that the dimensions of shareholders (CSR-SHA), employees (CSR-EMP), customers and suppliers (CUST & SUP), and the environment (CSR-ENV) are appropriate in a fixed-effects model when examining the relationship with Tobin's Q, ROA, and EPS. However, the random-effects model is appropriate to observe the relationship with ROE. Likewise, for the society dimension of CSR, a random-effects model is used in examining the relationship with Tobin's Q. The fixed-effects specification is adopted to examine the association with ROA and EPS, whereas the pooled model is developed to test the association with ROE.
The results of the panel-based models concerning different CSR dimensions of stakeholders are shown in Table 7 . Specifically, the shareholders dimension has a positive significant (p < 0.05) coefficient with Tobin's Q, ROA, ROE, and EPS. These results depict that the efforts to promote shareholders' welfare yield higher market-based and accounting-based performance for Chinese pharmaceuticals. Hence, CSR practices help firms to promote shareholder trust and attract new investors who are sensitive toward companies' CSR activities, thus leading to better financial performance. These findings are consistent with the previous research [47, 54] . Table 7 also illustrates that a positive significant (p < 0.05) relationship exists between the employees dimension of CSR and the firm's accounting performance measures. Given that the Labor Contract Law was enacted nation-wide [70] , the protection of employees' rights has witnessed a considerable improvement in China. Promoting sound labor practices assist companies to attract, retain, and motivate employees. Turnover rate may also decrease, hence leading to an increase in productivity [53] . Overall, our results confirm that CSR efforts to promote labor protection help Chinese pharmaceuticals to improve financial performance.
Similarly, the customers and suppliers dimension of CSR has a significant (p < 0.05) and positive association with ROA and ROE. This empirical outcome is in line with [54] and [52] , which emphasizes that providing high-quality products and services enables firms to differentiate themselves from competitors and build strong customer loyalty. Likewise, establishing trust and fairness with suppliers help firms to reduce the cost of defective goods during the procurement process. Therefore, promoting better CSR practices with customers and suppliers is positively associated with firm performance.
The environment aspect of CSR has received enormous attention from the public and the Chinese government in recent years and the results are shown in Table 7 and indicates that the environmental dimension of the firm's CSR activities significantly (p < 0.05) and positively link with both ROA and ROE. The promising CSR activities regarding environmental preservation and protection enable companies to receive approval of the relevant regulatory authorities. Therefore, such firms benefit from lower operating costs incurred through insurance and fines concerning environmental degradation [55] . The environment-related CSR efforts assist companies to act as responsible corporate citizens and attract more attention form environment-sensitive investors.
The last dimension of CSR practices towards society is found to be significantly (p < 0.05) and positively associated with ROA and ROE. These results assert that actively contributing to social activities, such as community development and charitable donations creates an overall positive image of an enterprise. Moreover, it enables firms to lobby for tax concessions and other financial benefits [47, 71] . Besides, promoting corporate citizenship through proactive social activities help firms to negotiate for favorable policies with the government to attain reasonable profitability.
Overall, the above regression models positively relate CSR dimensions with enterprise performance, thus support the hypothesis of this study which proposes that a particular aspect of CSR positively contributes to a firm's financial performance. These findings corroborate with the instrumental aspect of stakeholder theory which proposes that a firm can benefit from CSR activities by effectively responding to its stakeholders' demands. Efficient stakeholder management enables Chinese pharmaceuticals to mitigate adverse effects on society. Specifically, sound labor relations can lower hiring costs and ameliorate productivity [53] . Likewise, a favorable social image helps to gain positive goodwill that can buffer a pharmaceutical from unanticipated problems. Moreover, such practices can pave the way for valuable opportunities that are not available to poor CSR firms [4] . Therefore, actively responding to various groups of stakeholders can bring out competitive advantages to an enterprise, consequently resulting in superior economic returns.
Conclusions
This study was set out to investigate whether CSR efforts enhance firm performance in the context of pharmaceutical companies in China. Based on the stakeholder theory and the CSR stakeholder framework outlined by the Hexun CSR database, we develop five CSR dimensions to measure various aspects of CSR performance, and incorporate them to measure the overall CSR score. By examining CSR practices between 2010 and 2016 among 125 Chinese pharmaceutical companies we conclude that CSR helps to improve firm's financial performance. Moreover, all of the five CSR dimensions identified in the study relates positively to firm performance. However, the results suggest that the environment is regarded as the most critical CSR dimension to optimize firm performance. This outcome is attributed to the stringent environmental regulations promulgated by the Chinese government in recent years. Whereas, the score on society dimension slightly lags behind other dimensions of CSR.
As a matter of fact, many Chinese firms hesitate to actively participate in CSR activities as they dread that such practices may not promote firm profitability or performance in the stock market. However, the empirical outcomes of this study suggest that CSR endeavors can yield sustainable firm performance. Specifically, CSR activities assist companies to maintain good relations with key stakeholders by creating a favorable perception of their operations. Hence such firms can establish a strong brand image and customer loyalty which can serve as a competitive advantage. Consequently, revenue and market share leads to better financial performance.
The extant literature predominantly focused on the CSR practices of advanced countries. Nevertheless, emerging economies have an underdeveloped CSR framework which makes it interesting to see how CSR activities impact firm performance in emerging markets like China. Furthermore, in the backdrop of numerous health-and environment-related incidents reported in Chinese pharmaceutical companies in recent years we chose the pharmaceutical industry as our research sample. Thus extending the previous research on CSR which does not specialize in a particular sector. In addition, unlike previous studies, which take the overall CSR score to assess a firm's CSR performance, we empirically tested the impact of each individual dimension of CSR on the financial performance of Chinese pharmaceuticals. Hence, we provide more extensive insight into the multifaceted CSR endeavors.
Our findings have several practical implications. First, given the poor CSR performance and practices regarding the environment dimension, Chinese pharmaceutical firms need to step up efforts to promote environment-related socially responsible activities. Second, the positive association between CSR and firm performance should also motivate companies to realize promising financial gains through CSR enforcement. Hence, CSR practices should be embedded within the firm's planning, controlling, and decision-making process. Third, Chinese regulators need to implement rigorous CSR regulations. For instance, the government can impose heavy fines in case of CSR violations. The monetary incentives such as tax breaks and the granting of subsidies to firms with exceptional CSR performance can also be introduced to achieve this goal.
Though, the study is not without limitations. First, we did not account for the impact of the business cycle on the proposed relationship between CSR indicators and firm performance. Second, the effect of time lag can be employed in the analysis to see how a change in a firm's performance reflects in later years with a corresponding change in CSR practices. Further studies can incorporate such factors to extend this line of research. 
